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On Aug. 17 in Santa Cruz (Bolivia), Brazilian President Fernando Collor de Mello and Bolivian
President Jaime Paz Zamora finalized a preliminary agreement for the construction of a crossborder natural gas pipeline, and the sale of Bolivian natural gas to Brazil. Contract duration is 20
years, beginning in late 1995 or early 1996. In the first seven years, natural gas delivery to the Sao
Paulo industrial belt will reach 8 million cubic meters per day. Over the remaining 13 years, the flow
will double. Price figures are US$0.90 per 1,000 cubic feet at the source (Solar field), and between
US$1.22 and US$1.24 at the Puerto Suarez border station. Prices are to be periodically revised at
the request of either party. Construction of the pipeline linking Rio Grande, Bolivia (80 km. south
of Santa Cruz) and Campinas, Sao Paulo state, is to be financed via loans from private banks and
multilateral financial institutions, including the Inter-American Development Bank (IDB), Japan's
Eximbank, and the Andean Development Corporation (CAF). Construction costs are estimated at
US$1.36 billion. Financing sources and terms are to be finalized within the next six months. (See
Chronicle 07/16/92 and 07/23/92 for details on pipeline dimensions and related issues.) The Brazilian
government plans to substitute natural gas for fuel oil, raising the proportion of natural gas in total
energy consumption from 2% to 10%. Bolivia's proven natural gas reserves are estimated at 5 trillion
cubic feet. In 1991, Bolivia exported US$23 million worth of goods to Brazil, and imported US$250
million worth from the neighboring country. Bolivian officials expect an average US$128.5 million
per year in revenue from selling gas to Brazil during the first seven years of the contract. (Sources:
Agence France-Presse, 08/14/92, 08/17/92; Spanish news service EFE, 08/17/92)
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